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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Depart- 
ment of  Institutions,  Mountain  View  School,  for  the  two  fiscal 
years  ending  June  30,  1986.  Included  in  this  report  are  recom- 
mendations concerning  accounting  issues,  fund  placement,  federal 
compliance,  and  other  issues.  The  department's  responses  are 
contained  at  the  end  of  the   report. 

We  thank  the  Superintendent  and  his  staff  and  Department  of 
Institutions'   personnel   for  their  assistance  and  cooperation. 
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SUMMARY   OF   RECOMMENDATIONS 

This   listing   serves  as  a   means  of  summarizing    the    recommendations 
contained   in  the   report  and  the  audited  agency's   reply. 


Recommendation  #1 

Mountain  View  School  ensure  transactions 
are  properly   recorded  and  supported   in 
accordance  with   state  accounting   policy. 

Agency   Response:      Concur.      See  page  20, 

Recommendation   #2 
Mountain   View   School: 

A.  Record  the  recreation  activity   in 
the  Special   Revenue   Fund. 

Agency   Response:      Concur.     See  page  20, 

B.  Establish   procedures  to  ensure  all 
accounting  activity   for  the   recrea- 
tion,  canteen,   and  donations  activ- 
ity  is   recorded  on   SBAS. 

Agency   Response:      Concur.      See  page  20. 

Recommendation  #3 

Mountain  View   School    reconcile  the   resi- 
dent accounts'   ledgers  to  the  bank  state- 
ments monthly. 

Agency   Response:      Concur.      See  page  20. 

Recommendation   #4 

Mountain  View  School   file  monthly  finan- 
cial  reports  for  the  School   Food   Programs 
as  required   by  federal   regulations. 

Agency   Response:      Concur.      See  page  21. 
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SUMMARY   OF   RECOMMENDATIONS    (Continued) 
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Recommendation   #5 
Mountain  View   School: 

A.  Properly  compute  the  indirect  cost 
rate  to  ensure  maximum   reimbursement 

to  the  General   Fund.  7 

Agency   Response:      Concur.      See  page  21. 

B.  Maintain  adequate  support  documenta- 
tion  for  the  indirect  cost   recovery 
revenues   recorded  on   the  accounting 

records.  7 

Agency   Response:      Concur.      See  page  21  . 

Recommendation   #6 

Mountain  View  School  account  for  the  School 
Lunch  and  School  Breakfast  Programs  sepa- 
rately. 8 

Agency   Response:      Concur.      See  page  21. 

Recommendation   #7 

Mountain  View  School   properly  classify 

federal   revenues.  8 

Agency   Response:      Concur.      See  page  21. 


GENERAL 

We  performed  a  financial-compliance  audit  of  the  Mountain 
View  School  (MVS)  for  fiscal  years  1984-85  and  1985-86.  The 
objectives  of  the  audit  were  to: 

1 )  make  recommendations  for  the  improvement  in  the  man- 
agement and   internal   controls  at  MVS; 

2)  determine  if  MVS's  financial  schedules  present  fairly  the 
results  of  operations  for  the  two  fiscal  years  ended 
June   30,    1986;    and 

3)  determine  if  MVS  complied  with  applicable  laws  and 
regulations. 

This  report  contains  seven  recommendations  to  MVS.  These 
recommendations  address  areas  where  MVS  can  improve  accounting 
for  transactions,  and  compliance  with  federal  guidelines  and  state 
laws  concerning  fund  placement.  Other  areas  of  concern  deemed 
not  to  have  a  significant  effect  on  the  successful  operations  of 
MVS  programs  are  not  specifically  included  in  the  report,  but  have 
been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the  recommenda- 
tions. 

BACKGROUND 

Mountain  View  School  was  established  by  the  Legislature  in 
1893  as  a  part  of  the  Boys  and  Girls  Industrial  School  at  Miles 
City,  Montana.  The  state  Legislature  established  the  Vocational 
School  for  Girls  in  1919  at  the  present  site  of  Mountain  View 
School,  in  Lewis  and  Clark  County,  which  became  the  official  name 
on  January   1 ,    1968. 

Mountain  View  School's  primary  function  is  to  provide  care, 
education,  training,  rehabilitation,  and  45-day  evaluations  for  girls 
aged  ten  to  twenty-one  who  are  committed  to  the  school  by  district 
courts.  MVS  contracts  with  the  federal  government  for  the  care  of 
residents  in  federal  jurisdiction  and  Montana  Indian  Tribal  Councils 
for  the  care  of  residents   in   tribal   jurisdiction. 
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MVS  receives  both  state  and  federal  funding.  The  money  is 
spent  on  the  school's  care  and  custody  program.  Sources  of 
federal  funding  include  Education  Consolidation  and  Improvement 
Act  Chapter  I,  the  National  School  Food  Programs,  and  federal  and 
tribal  boarder  commitments.  In  addition,  MVS  receives  food  com- 
modities from  the  federal  government.  MVS  currently  has  64. 49 
full-time  equivalent  employees. 

The  Legislature,  in  Chapter  737  of  Montana  Session  Laws 
1985,  provided  for  the  detention  of  delinquent  youth  at  Mountain 
View  School.  This  function  was  in  addition  to  the  normal  opera- 
tions of  the  school.  Building  modification  and  operational  expenses 
were  appropriated  by  the  legislature.  Chapter  737  became  effec- 
tive October  1,  1985.  However,  the  detention  function  was  closed 
in  July  1986  by  the  1986  June  special  legislative  session  because  of 
budgetary   concerns. 

PRIOR  AUDIT    RECOMMENDATIONS 

Our  previous  audit  of  MVS,  for  the  two  fiscal  years  ended 
June  30,  1984,  contained  five  recommendations  that  are  still  appli- 
cable. MVS  implemented  three  and  partially  implemented  two.  One 
recommendation  which  was  partially  implemented  deals  with  Agency 
Fund  placement  and  is  addressed  on  page  4  of  this  report.  The 
other  recommendation  which  was  partially  implemented  deals  with 
implementation  of  procedures  to  reconcile  document  logs  to  pro- 
cessed transactions.  This  issue  is  not  addressed  in  this  report 
but  has   been  discussed  with  agency  personnel. 

ACCOUNTING    ISSUES 

Each  state  agency  is  required  to  follow  state  accounting  policy 
as  outlined  in  the  Montana  Operations  Manual.  The  situations  dis- 
cussed below  are  cases  where  accounting  procedures  applied  by 
MVS  did   not   comply   with   state  accounting   policy. 

1.  Because  the  Department  of  Institutions,  Central  Office, 
(ICO)  was  the  administering  agency  for  the  federal 
boarder   accounting    entity   during    fiscal   year    1983-84   anci 


fiscal  year  1984-85,  cash  was  moved  from  MVS's  records 
to  ICO's  records  at  fiscal  year-end.  When  the  cash  was 
transferred  back  to  MVS's  records  at  the  beginning  of 
fiscal  year  1984-85,  the  wrong  account  was  used.  This 
error  resulted  in  prior  year  revenue  adjustments  and 
beginning   fund   balance  being   understated   by   $53,063. 

2.  On  two  separate  occasions,  in  attempting  to  record 
transactions,  MVS  made  errors  in  the  accounting  re- 
cords. As  a  result,  MVS  overstated  prior  year  revenue 
adjustments  by  $6,160  in  the  Federal  Boarder  Program 
and   $4,187   in   the  School    Food   Programs. 

3.  MVS  recorded,  at  fiscal  year-end  1984-85,  $4,914  as  a 
prior  year  revenue  adjustment  for  Chapter  I  funds. 
MVS  personnel  were  unable  to  explain  why  prior  year 
revenue  was  used.  The  Montana  Operations  Manual 
requires  adequate  support  documentation  of  all  trans- 
actions. 

4.  MVS  received  the  May  1985  payment  for  $3,686  from  the 
Office  of  Public  Instruction  (OPI)  for  meals  provided  in 
the  School  Food  Programs.  Since  these  programs  are  on 
a  reimbursement  basis,  these  moneys  received  should 
have  been  recorded  as  revenue  upon  receipt.  MVS 
mistakenly   recorded  this   revenue  as  deferred   revenue. 

5.  When  MVS  received  a  $1,338  payment  for  meals  provided 
for  the  School  Food  Programs  from  OPI  in  fiscal  year 
1984-85,  it  properly  recognized  the  revenue.  MVS 
personnel  subsequently  made  accounting  errors  related  to 
this  receipt  which  resulted  in  understating  revenue  and 
overstatinq  deferred  revenue  by  $1,338  as  of  June  30, 
1985. 

6.  Merchandise  inventory  is  recorded  on  the  accounting 
records  as  $194,924  at  June  30,  1986.  The  errors 
discussed  in  (B)  and  (C)  below  result  in  merchandise 
inventory  being  overstated  by  $148,408  at  June  30,  1986. 
The   recorded   balance   is  comprised  of  the   following   items: 

A.  MVS  took  a  physical  count  of  supplies,  clothing, 
and  food  which  totaled  $46,516.  This  is  the  amount 
MVS  should  have  recorded  at  June  30,  1986,  as 
merchandise   inventory. 

B.  The  physical  inventory  balance  decreased  by  $19,973 
from  June  30,  1985,  to  June  30,  1986.  An  error 
was  made  and  the  inventory  balance  on  the  account- 
ing records  was  increased  by  $19,973.  MVS 
personnel  attempted,  incorrectly,  to  correct  this 
error  twice.  The  result  was  overstating  inventory 
by   $79,892. 


C.  The  remaining  $68,516  balance  was  not  supported 
by  the  physical  count.  MVS  personnel  were  unable 
to  explain  the  unsupported  amount  of  inventory. 
They  indicated  this  balance  may  be  old  office  furni- 
ture, cottage  furniture,  and  fixtures.  These  items 
should  not  be   recorded  as  merchandise   inventory. 

Most  of  these  errors  occurred  during  fiscal  year  1984-85.  We 
were  unable  to  determine  why  most  of  these  errors  occurred  be- 
cause of  turnover  in  personnel  and  a  limited  amount  of  supporting 
documentation  for  accounting  transactions.  MVS  personnel  should 
review  their  accounting  records  to  ensure  transactions  are  prop- 
erly  recorded  and  supported. 

RECOMMENDATION   #1 


WE  RECOMMEND  MOUNTAIN  VIEW  SCHOOL  ENSURE  TRANS- 
ACTIONS ARE  PROPERLY  RECORDED  AND  SUPPORTED  IN 
ACCORDANCE   WITH   STATE  ACCOUNTING    POLICY. 


AGENCY   FUND 
Fund   Placement 

MVS  maintained  six  types  of  ledgers  outside  the  state  trea- 
sury during  fiscal  year  1984-85:  the  student  ledger,  recreation 
ledger,  inactive  ledger,  senior  class  ledger,  canteen  ledger,  and 
donations  ledger.  MVS  maintains  non-treasury  accounts  which 
include  both  a  checking  account  and  a  savings  account.  MVS  also 
uses  the  Statewide  Budgeting  and  Accounting  System  (SBAS)  for 
general  ledger  control  for  these  moneys  in  the  Agency  Fund.  At 
June  30,  1984,  the  SBAS  general  ledger  did  not  include  the  sav- 
ings account  balance  of  $1,865. 

The  prior  audit  report  recommended  that  the  recreation 
ledger,  canteen  ledger,  and  donations  ledger  he  recorded  on  SBAS 
in  the  Special  Revenue  Fund  instead  of  the  Agency  Fund.  MVS 
did  not  record  the  activity  for  the  recreation  ledger,  canteen 
ledger,  or  donation  ledger  on  SBAS  in  either  fund  for  fiscal  year 
1984-85. 


The  balances  for  the  canteen,  donations,  and  recreation 
ledgers  at  June  30,  1985,  were  $376,  $2,  and  $454,  respectively. 
For  fiscal  year  1985-86  MVS  obtained  appropriation  authority 
authorizing  expenditures  in  the  Special  Revenue  Fund  for  the 
canteen  and  donation  activity.  MVS  properly  recorded  this  activ- 
ity in  the  Special  Revenue  Fund  in  October  1985.  However,  MVS 
did  not  transfer  the  activity  relating  to  the  period  from  July  1985 
to  October  1985,  thus  understating  the  Special  Revenue  Fund 
expenditures  and   revenue  by   $850  and   $472,    respectively. 

Because  of  an  oversight,  MVS  did  not  obtain  authority  for  the 
recreation  activity.  MVS  did  not  record  the  recreation  activity  in 
either  the  Special  Revenue  Fund  or  the  Agency  Fund.  The  recrea- 
tion   ledger  balance  at  June  30,    1986   was   $2,682. 

RECOMMENDATION  #2 

WE  RECOMMEND  MOUNTAIN  VIEW  SCHOOL: 

A.  RECORD  THE  RECREATION  ACTIVITY  IN  THE  SPECIAL 
REVENUE  FUND. 

B.  ESTABLISH  PROCEDURES  TO  ENSURE  ALL  ACCOUNT- 
ING ACTIVITY  FOR  THE  RECREATION,  CANTEEN,  AND 
DONATIONS  ACTIVITY  IS  RECORDED  ON  SBAS. 


Bank   Statement   Reconciliation 

As  mentioned  in  the  preceding  section,  MVS  maintained  six 
types  of  ledgers.  Three  of  the  six  ledgers  are  properly  classified 
as  Agency  Fund  accounts.  These  are  the  student,  inactive,  and 
the   senior  class   ledgers,    collectively   known   as   resident  accounts. 

MVS  has  not  reconciled  its  resident  accounts'  subsidiary 
ledgers  to  the  bank  statements  since  January  1986.  MVS  maintains 
these  moneys  in  a  nontreasury  bank  account.  At  fiscal  year-end 
1985-86  MVS  was  unable  to  reconcile  the  account  to  the  bank  state- 
ment.     The  unreconciled  difference  was   $83. 

Reconciling  the  monthly  bank  statement  provides  effective 
controls  over  the  resident  accounts  records.  Timely  reconciliations 
would     detect     errors    or     irregularities     in     the     resident    accounts. 


Montana  Operations  Manual  section  1 960.40  states  "agencies  with 
custodian  cash  accounts  must  adopt  their  own  internal  control  pro- 
cedures including  monthly  reconciliations,  to  safeguard  the  assets." 
Because  MVS  personnel  did  not  perform  timely  reconciliations, 
errors  in  the  system  may  have  occurred  but  may  not  have  been 
detected.  According  to  school  officials,  MVS  plans  to  update  and 
automate  the  resident  accounts  system. 

RECOMMENDATION    #3 

WE  RECOMMEND  MOUNTAIN  VIEW  SCHOOL  RECONCILE  THE 
RESIDENT  ACCOUNTS'  LEDGERS  TO  THE  BANK  STATE- 
MENTS MONTHLY. 


FEDERAL  COMPLIANCE 
Financial    Reports 

The  federal  government  mandates  the  subrecipients  of  the 
School  Food  Programs  to  file  monthly  financial  reports.  MVS  files 
its  reports  with  the  Office  of  Public  Instruction  (OPI).  OPI  uses 
this  information  to  compute  average  meal  costs  each  year  and 
subsequently  to  determine  the  category  of  the  school's  need.  This 
information  is  then  provided  to  the  federal  government  for  its  use 
in  administering  these  programs. 

MVS  did  not  file  its  June  1986  report.  MVS  personnel  in- 
dicated  that  June's   information   was   provided  orally   to  OPI. 

RECOMMENDATION   #4 

WE  RECOMMEND  MOUNTAIN  VIEW  SCHOOL  FILE  MONTHLY 
FINANCIAL  REPORTS  FOR  THE  SCHOOL  FOOD  PROCRAMS  AS 
REQUIRED   BY    FEDERAL   REGULATIONS. 


Indirect   Cost   Recovery 

The     lederal     government     recognizes     and     provides     for     reim- 
bursement    to    state    agencies     for     indirect    costs     incurred     in     the 


administration  of  federal  grants.  Federal  guidelines  indicate  that, 
for  agencies  using  a  single  rate  method,  indirect  cost  rates  are 
computed  by  dividing  the  allowable  indirect  costs  by  the  net  total 
expenditures  (total  allowable  expenditures  minus  indirect  costs). 
We  noted  two  problems   with   the  school's   indirect  cost  calculations. 

First,  MVS  did  not  calculate  the  fiscal  year  1985-86  indirect 
cost  rate  properly.  The  Statewide  Cost  Allocation  Plan  (SWCAP) 
expenditures  are  considered  indirect  costs.  In  computing  fiscal 
year  1985-86  indirect  cost  rates,  MVS  did  not  include  SWCAP 
expenditures  as  part  of  the  indirect  costs.  This  resulted  in  the 
indirect  cost   rate   being   too   low. 

Second,  MVS  used  this  incorrect  rate  to  calculate  the  indirect 
cost  recoveries.  State  law  directs  agencies  to  recover  indirect 
costs  to  the  fullest  extent  possible  and  to  deposit  those  collections 
to  the  credit  of  the  General  Fund.  MVS  did  not  have  support  for 
the  indirect  cost  recovery  revenue  to  the  Ceneral  Fund  for  fiscal 
year  1984-85  or  1985-86.  The  business  manager  was  unable  to 
explain  why  the  amounts  of  indirect  cost  recoveries  did  not  agree 
to  the  product  of  the  indirect  cost  rates  and  the  base  costs.  We 
determined  the  General  Fund  was  under-reimbursed  by  $291  for 
fiscal  year  1984-85  and  over-reimbursed  by  $29  for  fiscal  year 
1985-86. 

RECOMMENDATION   #5 

WE    RECOMMEND   MOUNTAIN   VIEW   SCHOOL: 

A.  PROPERLY  COMPUTE  THE  INDIRECT  COST  RATE  TO 
ENSURE  MAXIMUM  REIMBURSEMENT  TO  THE  GENERAL 
FUND. 

B.  MAINTAIN  ADEQUATE  SUPPORT  DOCUMENTATION  FOR 
THE  INDIRECT  COST  RECOVERY  REVENUES  RECORDED 
ON   THE  ACCOUNTING   RECORDS. 


SEGREGATION   OF   FUNDS 

Section     17-2-103(3),     MCA,     requires    "Each    federal    grant    or 
other    federal    money    within    any    subfund    or   account    .    .    .    must   be 


identifiable  as  a  separate  accounting  entity,  reporting  center, 
responsibility  center,  or  revenue  identification  code,  and  an  ac- 
count must  be  made  of  each  such  grant  or  other  money  by  income 
and  expenditure  for  each  federal  grant  year  or  fiscal  year  as  may 
be  applicable. " 

MVS  does  not  account  for  the  School  Breakfast  Program  and 
School  Lunch  Program  expenditures  separately.  These  programs 
are  separate  federal  programs  as  defined  by  the  Catalog  of  Federal 
Domestic  Assistance.  MVS  should  separately  account  for  each 
program's  expenditures  to  ensure  compliance  with  state   law. 

RECOMMENDATION    #6 

WE     RECOMMEND     MOUNTAIN     VIEW     SCHOOL     ACCOUNT     FOR 

THE    SCHOOL    LUNCH    AND    SCHOOL    BREAKFAST    PROGRAMS 

SEPARATELY. 


FEDERAL  CLASSIFICATION 

MVS  contracts  with  the  federal  government  for  care  of  resi- 
dents in  federal  jurisdiction.  MVS  recorded  the  revenue  received 
under  this  program  as  service  fees  in  fiscal  year  1985-86  and 
reimbursements  in   fiscal  year   1981-85. 

State  policy  requires  revenue  from  all  federal  sources,  except 
for  federal  indirect  cost  recoveries,  be  classified  as  federal  reve- 
nue. Therefore,  MVS  should  record  revenue  received  under  this 
program  as  federal  revenue.  Federal  revenue  is  understated  in 
the  Special  Revenue  Fund  by  $28,080  and  $17,041  in  fiscal  year 
1985-86  and   1981-85,    respectively. 

RECOMMENDATION   #7 

WF    RECOMMEND    THAT    MOUNTAIN    VIEW    SCHOOL    PROPERLY 

CLASSIFY    FEDERAL   REVENUES. 


AUDITOR'S   OPINION    LETTER 
AND  AGENCY    FINANCIAL  SCHEDULES 


SUMMARY   OF  AUDIT   OPINION 

The  auditor's  opinion  issued  in  this  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  that  can   be  placed  on   the  amounts  presented. 

The  Financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments  for 
errors  noted  during  the  audit.  In  one  instance,  non-SBAS  infor- 
mation was  used  to  develop  a  schedule.  The  Schedule  of  Additions 
and  Deductions  to  Agency  Fund  Assets  includes  receipt  and  dis- 
bursement  figures  from  subsidiary   records  maintained  by  MVS. 

The  qualified  opinion  on  the  Schedule  of  Changes  in  Fund 
Balances,  the  Schedule  of  Budgeted  Program  Expenditures  By 
Object  and  Fund,  and  the  Schedule  of  Additions  and  Deductions  to 
Agency  Fund  Assets  for  the  two  fiscal  years  ended  June  30,  1986, 
denotes  the  reader  should  use  caution  when  using  the  financial 
information  on  these  schedules.  These  schedules  are  misstated  for 
the  reasons  described  in  paragraphs  three  and  four  of  the  opinion 
letter. 

The  unqualified  opinion  on  the  Schedule  of  Budgeted  Reve- 
nues -  Estimate  and  Actual  means  that  the  schedule  is  fairly  stated 
in  all  material  respects  and  that  the  user  can  rely  on  the  informa- 
tion  presented. 


STATE  OF  MONTANA 


.   i 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 


tfallxzz  td  iht  Qtqhlntibt  ^ubitttt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  GILLETT 

FINANCIAL-COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 

We  have  examined  the  financial  schedules  of  the  Mountain 
View  School  for  each  of  the  two  fiscal  years  ended  June  30,  1985 
and  1986,  as  shown  on  pages  11  through  18.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  MVS's 
financial  schedules  are  prepared  in  accordance  with  state  account- 
ing policy.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in   conformity   with  generally  accepted  accounting   principles. 

MVS  improperly  recorded  prior  year  revenue  adjustments  in 
the  Special  Revenue  Fund  when  reestablishing  a  cash  balance  at 
the  beginning  of  fiscal  year  1 934-85 .  As  a  result,  prior  year 
revenue  adjustments  and  the  July  1,  1984  fund  balance  are  under- 
stated by   $53,063. 

MVS  did  not  record  all  activity  for  the  recreation,  canteen, 
and  donation  accounts  in  the  Special  Revenue  Fund  for  either 
fiscal  year  under  audit.  As  a  result,  expenditures  for  fiscal  years 
1984-85  and  1985-86  are  understated  in  the  Special  Revenue  Fund 
by  $10,846  and  $11,442,  respectively.  Deductions  in  the  Agency 
Fund  are  overstated  by  the  same  amounts. 

In  our  opinion,  except  for  the  effects  of  errors  noted  in 
paragraphs    three    and    four,     the    financial     schedules    listed    below 


present  fairly  the  results  of  operations  and  the  changes  in  fund 
balances  of  Mountain  View  School  for  the  two  fiscal  years  ended 
June  30,  1986,  in  conformity  with  the  basis  of  accounting  de- 
scribed in  Note  1  ,  which  except  for  the  change,  with  which  we 
concur,  in  fund  placement  as  described  in  Note  8  to  the  financial 
schedules,    has  been  applied  on   a  consistent  basis. 


Schedule  Name 

Schedule  of  Changes  in  Fund 
Balances 

Schedule  of  Budgeted  Program 
Expenditures  By  Object  and  Fund 

Schedule  of  Additions  and 
Deductions  to  Agency  Fund  Assets 


Fiscal  Year 

For  the  Two  Fiscal  Years 
Ended  June  30,  1986 

For  the  Two  Fiscal  Years 
Ended  June  30,  1986 

For  the  Two  Fiscal  Years 
Ended  June  30,  1986 


In  our  opinion,  the  Schedule  of  Budgeted  Revenues  -  Estimate 
and  Actual  presents  fairly  the  results  of  operations  of  Mountain 
View  School  for  the  two  fiscal  years  ended  June  30,  1986,  in 
conformity  with  the  basis  of  accounting  described  in  Note  1  ,  which 
except  for  the  change,  with  which  we  concur,  in  fund  placement 
as  described  in  Note  8  to  the  financial  schedules,  has  been  applied 
on  a  consistent  basis. 

Respectfully  submitted. 


James  Cillett,    CPA 
Deputy   Legislative  Auditor 


November   10,    1986 


DEPARTMENT  OF  INSTITUTIONS 

MOUNTAIN  VIEW  SCHOOL 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30~7~1986 


Special 
General       Revenue 
Fund  Fund 


FUND  BALANCE,  July  1,  1984  $    -Q-       $(42,716) 

ADDITIONS 
Fiscal  Year  1984-85 
Budgeted  Revenue 
Nonbudgeted  Revenue 
Prior  Year  Revenue  Adjustments 
Support  from  State  of  Montana 
Fiscal  Year  1985-86 
Budgeted  Revenue 
Nonbudgeted  Revenue 
Prior  Year  Revenue  Adjustments 
Support  from  State  of  Montana 
Total  Additions 

REDUCTIONS 

Fiscal  Year  1984-85 
Budgeted  Expenditures  1,588,110       82,625 

Cash  Transfers  Out  13,498 

Prior  Year  Expenditure  Adjustments  (1,659) 

Fiscal  Year  1985-86 
Budgeted  Expenditures  1,661,606      107,511 

Prior  Year  Expenditure  Adjustments  (17,992).      18,578 

Direct  Entries  to  Fund  Balance  19,973      (13,498)' 

Total  Reductions  3,250,038      208,714 

FUND  BALANCE,  June  30,  1986  $    -Q-       $(12,389) 


85,545 

(1,091) 

1,119 

46,630 

1,587,542 

27,216 

109,158 

2,664 

(3,411) 

1,633,707 

3,250,038 

239,041 

This  represents  the  decrease  in  merchandise  inventory  July  1,  1985 
to  June  30,  1986. 

2 
This  is  to  correct  cash  transfers  made  in  fiscal  year  1984-85. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  15  through  18. 
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FISCAL  YEAR  1984-85 


DEPARTMENT  OF  INSTITUTIONS 
MOUNTAIN  VIEW  SCHOOL 
SCHEDULE  OF  BUDGETED  REVENUES  -  ESTIMATE  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Service 
Fees 


Reimbursement 


Sale  of 

Documents, 

Merchandise, 

and 

Property 


Grants, 

Gifts, 
Bequests, 

and 
Donations 


Federal 
Assistance 


Total 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  3,600 
17,041 

$13,441 


$  88,996 
68,504 

$(20,492) 


$  92,596 
85,545 

$  (7,051) 


FISCAL  YEAR  1985-86 

GENERAL  FUND 

Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$17,500 
27,216 

$  9,716 


$  17,500 
27,216 

$   9,716 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  4,200 
28,080 

$23,880 


$2,000 
1,538 

$  (462) 


$2,000 
1,004 

$  (996) 


$64,636 
78,536 

$13,900 


$  72,836 
109,158 

$  36,322 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to 
the  financial  schedules  on  pages  15  through  18. 
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DEPARTMENT  OF  INSTITUTIONS 

MOUNTAIN  VIEW  SCHOOL 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  OBJECT  AND  FUND 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Care  and  Custody 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 
Goods  Purchased  for  Resale 
Total 


Fiscal  Year 

Fiscal  Year 

1984-85 

1985-86 

$1,055,601 

$1,153,745 

273,676 

300,187 

1,329,277 

1,453,932 

68,966 

30,559 

111,842 

112,080 

16,593 

16,541 

5,400 

7,406 

1,697 

567 

57,913 

53,458 

17,848 

15,320 

20,270 

13,999 

718 

300,529 

250,648 

EQUIPMENT  AND  INTANGIBLE  ASSET 
Equipment 
Total 


40,929 
40,929 


1,337 


1,337 


CAPITAL  OUTLAY 
Buildings 
Total 

PROGRAM  TOTALS 


$1,670,735 


63,200 


63,200 


$1,769,117 


GENERAL  FUND 
Budget 
Actual 
Unspent  Budget  Authority 


$1,654,193 

1,588,110 

$   66,083 


$1,680,742 

1,661,606 

$   19,136 


SPECIAL  REVENUE  FUND 
Budget 
Actual 
Unspent  Budget  Authority 


$   113,007 

82,625 

$   30,382 


116,341 

107,511 

8,830 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  15  through  18. 
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DEPARTMENT  OF  INSTITUTIONS 

MOUNTAIN  VIEW  SCHOOL 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  AGENCY  FUND  ASSETS 

FOR  THE  TWO  FISCAL  YFARS  ENDED  JUNE  30,  1986 

Senior 
Student   Recreation  Inactive   Class    Canteen   Donations   Total 

Property  Held  in 
Trust  Balance 
July  1,  1984     $   6,421    $  1,136     $  384    $  163   $   658    $  271   $   9,033 

*Fiscal  Year  1985 

Additions         29,261     7,855       242      -0-     1,671       87     39,116 
*Fiscal  Year  1985 

Deductions       (30,743)    (8,537)      (173)     (163)    (1,953)     (356)    (41,925) 

Property  Held  in 
Trust  Balance 
June  30,  1985    $   4,939   $   454     $  453    $  -0-   $   376    $   2   $  6,224 


Property  Held  in 
Trust  Balance 
July  1 ,  1985     $   4,939   $    454 

*Fiscal  Year  1986 

Additions         56,213    12,820 
*Fiscal  Year  1986 
Deductions        (42,167)   (10,592) 

Property  Held  in 
Trust  Balance 
June  30,  1986    $  18,985  $   2,682     $  430    $  -0-   $   -0-    $  -0-   $  22,097 


i  453 

$  -0- 

$ 

376 

$    2 

$   6,224 

-0- 

-0- 

472 

-0- 

69,505 

(23) 

-0- 

(848) 

(2) 

(53,632) 

*The  transaction  detail  for  activity  in  this  fund  is  not  recorded  on  the  Statewide 
Budgeting  and  Accounting  System  (SBAS) ;  therefore,  the  totals  for  additions  and 
deductions  were  compiled  by  MVS  personnel  from  the  subsidiary  records  maintained  by 
MVS.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  15  through  18. 

The  canteen  and  donations  accounts  were  transferred  to  the  Special  Revenue  Fund 
in  October  1985.  The  activity  prior  to  October  1985  was  not  transferred  to  the 
Special  Revenue  Fund. 

2 

The  amounts  listed  above  do  not  tie  to  SBAS  because  MVS  personnel  did  not  properly 

update  SBAS  records  in  either  fiscal  year. 
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DEPARTMENT 

OF    INSTITUTIONS 

MOUNTAIN 

VIEW   SCHOOL 

NOTES   TO   FINANCIAL  SCHEDULES 

JUNE   30,    1985 

and  JUNE   30,    1986 

1.      SUMMARY  OF  SIGNIFICANT  ACCOUNTING   POLICIES 

The  Mountain  View  School  is  attached  to  the  Department  of 
Institutions,  Division  of  Corrections,  and  operates  under  a  super- 
intendent appointed  by  the  director  of  the  Department  of  Insti- 
tutions. The  school  operates  under  the  care  and  custody  pro- 
gram. 

This  following  is  a  summary  of  the  significant  accounting 
policies: 

Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  without  adjustments,  except  for 
the  Agency  Fund  schedule.  This  schedule  was  prepared  from  the 
subsidiary  records  maintained  by  MVS.  Accounts  are  organized  on 
the  basis  of  fund  types  according  to  state  law.  The  following 
fund  types  are  used   by  the   school: 

General  Fund  -  accounts  for  all  financial  resources  except 
those  required  to  be  accounted   for  in  other  funds. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specific  purposes.  Legislative  appropriation  is  required 
to  spend  from  this  fund.  For  example,  the  school  receives 
federal   money    for  the  school    lunch  and   breakfast   programs. 

Trust  and  Agency  Fund  -  accounts  for  assets  held  in  trust  or 
as  an  agent  by  the  school  for  others.  The  major  item  ac- 
counted for  in  these  funds  by  the  school  are  resident  ac- 
counts. A  legislative  appropriation  is  not  required  to  spend 
from  these   funds. 
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Basis  of  Accounting 

State  of  Montana  accounting  policy  requires  Mountain  View 
School  to  use  the  modified  accrual  basis  of  accounting.  In  apply- 
ing the  modified  accrual  basis,  revenues  are  recognized  when 
susceptible  to  accrual.  Susceptible  to  accrual  means  measurable 
and  available  to  pay  current  liabilities.  Expenditures  are  recog- 
nized when  the  related  liability  is  incurred  except  for  the  following 
items  which  are  also  considered  valid  obligations  under  state 
accounting   policy. 

-  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued. 

-  The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted  if  a  valid  purchase  order  has  been 
issued. 

-  Goods  ordered,  but  not  received  as  of  the  fiscal  yjcr-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  _he  fiscal 
year   in  which  the  anticipated  expenditure  is  to  be  accrued. 


2.  VACATION   AND   SICK    LEAVE 

Teachers  at  the  school  accumulate  sick  leave  while  all  other 
employees  at  the  school  accumulate  both  vacation  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  vacation  and  25  per- 
cent of  unused  sick  leave  credits  upon  termination.  Accumulated 
unpaid  liabilities  for  vacation  and  sick  leave  are  not  reflected  in 
the  financial  schedules  of  Mountain  View  School.  Expenditures  for 
termination  pay  currently  are  absorbed  in  the  annual  operational 
costs  of  the  school.  At  June  30,  1986,  the  school  had  a  leave 
liability  of  $114,065. 

3.  PENSION    PLANS 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  Teachers'  Retirement  System  (TRS). 
The  school's  contributions   to   these  plans  are   shown   below: 
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Fiscal  Year  Fiscal  Year 

1984-85  1985-86 

PERS  $54,696  $61,898 

TRS  12,262  12,324 

Total  $66,958  $74,222 

4.  BENEFITS 

The  institution  provides  one  meal  per  shift  to  all  employees  as 
a  benefit.  At  an  estimated  cost  of  $.75  per  meal  this  benefit 
totaled  $10,940  and  $12,029  for  fiscal  years  1984-85  and  1985-86, 
respectively. 

5.  GENERAL  FUND    BALANCE 

An  agency's  General  Fund  beginning  and  ending  fund  balance 
is  zero  since  any  balance  in  the  fund  is  owed  to  the  state  General 
Fund  at  fiscal   year-end. 

6.  REVENUE   CLASSIFICATION 

MVS  recorded  revenue  from  federal  boarder  commitments  as 
reimbursements  in  fiscal  year  1984-85  and  service  fees  in  fiscal 
year   1985-86. 

7.  DETENTION    CENTER 

Chapter  737,  Laws  of  1985,  provided  for  a  delinquent  youth 
detention  center  at  MVS  for  no  more  than  five  males  and  three 
female  youths  under  the  age  of  18  who  are  allegedly  delinquent 
youths.  The  bill  authorized  $63,200  of  fiscal  year  1984-85  General 
Fund  moneys  for  building  modifications  which  were  required  to 
implement  provisions  of  the  act.  General  Fund  support  of  $187,777 
was  appropriated  for  operating  expenses.  Counties  using  the 
facility  were  required  to  reimburse  the  General  Fund  based  on  a 
per  diem  cost  of  detention. 
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The  detention  center  was  opened  in  October  1985  and  closed 
in  July  of  1986  by  the  1986  June  Special  Legislative  Session  be- 
cause of  budgetary  concerns. 

8.      FUND   PLACEMENT 

MVS  began  recording  the  activity  of  the  donations  and  canteen 
accounts  in  the  Special  Revenue  Fund  in  October  1985.  Activity 
related  to  the  recreation  account  however,  remained  in  MVS's 
subsidiary  records.  Donations  and  canteen  activity  incurred 
between  July  1  and  September  30,  1985  was  not  transferred  to  the 
Special  Revenue  Fund.  Additions  and  deductions  to  Agency  Fund 
assets  were  overstated  by  $9,613  and  $10,846,  respectively,  for 
fiscal  year  1984-85  and  $13,292  and  $11,442,  respectively,  for 
fiscal   year   1985-86. 
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AGENCY   RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TED  SCHWINDEN  GOVERNOR 


STATE  OF  MONTANA 


(406)  444-3930 


1539  I1TH  AVENUE 


HELENA.  MONTANA  59620 


March  5,    1987 


>&y£BVED 

MAR  0  5  1987 

MONTANA  LEGISLATIVE 
AUDITOR 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
Capitol  Station 
Helena,   MT     59620 

Gentlemen: 

We     have     reviewed     the     audit     report     prepared     by     the     Office     of     the 
Legislative  Auditor  for  the  Mountain  View  School. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  the  recommendations  is  attached. 

Sincerely, 


jQ^. 


)LL  V.    SOUTH,   Director 
Department  of  Institutions 


CVS:bt 
Attachment 
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RECOMMENDATION   #1 

WE  RECOMMEND  MOUNTAIN  VIEW  SCHOOL  ENSURE  TRANSACTIONS  ARE 
PROPERLY  RECORDED  AND  SUPPOPTED  IN  ACCORDANCE  WITH  STATE 
ACCOUNTING   POLICY. 

RESPONSE: 

CONCUR.  In  the  future,  accounting  records  will  be  supported  with  proper 
documentation  and  the  original  documents  will  be  reviewed  for  accuracy  of 
each  transaction. 


RECOMMENDATION   #2 

WE   RECOMMEND   MOUNTAIN   VIEW   SCHOOL: 

A.  RECORD  THE  RECREATION  ACTIVITY  IN  THE  SPECIAL  REVENUE 
FUND. 

B.  ESTABLISH  PROCEDURES  TO  ENSURE  ALL  ACCOUNTING  ACTIVITY 
FOR  THE  RECREATION,  CANTEEN,  AND  DONATIONS  ACTIVITY  IS 
RECORDED   ON   SBAS. 

RESPONSE: 

A.  CONCUR.  A  request  for  the  proper  amount  of  authority  in  the  Special 
Revenue  Fund  has  been  made  to  the  50th  Legislature  for  the  88-89 
biennium.  This  would  ensure  enough  authority  to  record  the  Recreation 
fund  along  with  the  canteen  and  donations  funds  in  the  Special  Revenue 
Account  on  SBAS. 

B.  CONCUR.  Procedures  will  be  established  to  ensure  all  accounting 
activity  for  the  recreation,  canteen,  and  donations  activity  is  recorded 
on   SBAS. 


RECOMMENDATION   #3 

WE      RECOMMEND      MOUNTAIN      VIEW      SCHOOL      RECONCILE      THE      RESIDENT 
ACCOUNTS'   LEDGERS   TO   THE   BANK   STATEMENTS   MONTHLY. 

RESPONSE: 

CONCUR.      Reconciliation  of  resident   accounts'   ledgers   to  the  bank   statements 
is  currently  being  done  and  will  continue. 

RECOMMENDATION   #4 

WE      RECOMMEND      MOUNTAIN      VIEW      SCHOOL      FILE      MONTHLY      FINANCIAL 
REPORTS    FOR    THE    SCHOOL    FOOD    PROGRAMS    AS    REOUIRED    BY    FEDERAL 

REGULATIONS. 
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RESPONSE: 

CONCUR.       Monthly    financial    reports    for    the    school    food    program    will    be 
reported  to  OPI  on  the  proper  forms  and  in  a  timely  manner. 


RECOMMENDATION   #5 

WE   RECOMMEND  MOUNTAIN  VIEW   SCHOOL: 

A.  PROPERLY  COMPUTE  THE  INDIRECT  COST  RATE  TO  ENSURE  MAXIMUM 
REIMBURSEMENT   TO   THE   GENERAL   FUND. 

B.  MAINTAIN  ADEQUATE  SUPPORT  DOCUMENTATION  FOR  THE  INDIRECT 
COST  RECOVERY  REVENUES  RECORDED  ON  THE  ACCOUNTING 
RECORDS. 

RESPONSE: 

A.  CONCUR.      The  indirect  cost  rate  will  be  calculated  properly. 

B.  CONCUR.        Adequate      support      documentation      for      the     indirect      cost 
recovery  revenues  will  be  attached  to  SBAS  documents. 


RECOMMENDATION   #6 

WE  RECOMMEND  MOUNTAIN  VIEW  SCHOOL  ACCOUNT  FOR  THE  SCHOOL 
LUNCH   AND   SCHOOL   BREAKFAST   PROGRAMS   SEPARATELY. 

RESPONSE: 

CONCUR.  Currently,  school  lunch  and  school  breakfast  programs  have 
separate  revenue  estimates  and,  in  the  future,  the  expenditures  will  be 
separate. 

RECOMMENDATION   #7 

WE  RECOMMEND  THAT  MOUNTAIN  VIEW  SCHOOL  PROPERLY  CLASSIFY 
FEDERAL   REVENUES. 

RESPONSE: 

CONCUR.  Federal  revenue  received  will  be  classified  as  federal  revenue  in 
the  state  accounting  system. 
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